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Summary 
This project aims to describe a way how to assess suppliers in order to get the best of each 
supplier and to allocate the production in a clever way. By applying Supplier Performance 
Management (SPM) in Desigual Supply Chain we expect to identify those suppliers who 
balance between quality, price, service lead time and compliance of Desigual code of 
conduct. 
Hereinafter, the SPM is explained as well as all the KPIs that will form part of the study. 
These KPIs are: Service, Quality, Corporate Social Responsibility (CSR), Cost and 
Innovation. By analyzing these five KPIs we attempt to obtain a 360º view of the supplier, 
not only focusing on supply chain issues but in a global context, this means, analyzing the 
supplier in all the areas of the company. 
Once the study in conducted, we can represent the suppliers in a matrix where the supplier 
production faces its score. In the matrix we identify four areas or regions, Strategic 
Suppliers, Good Suppliers, Flop Suppliers and a restricted area. In the strategic suppliers’ 
zone, we find suppliers who balance between high production volumes and high scores, 
these suppliers are those where the company trust the most. On one hand, we find good 
suppliers’ zone, these suppliers obtain high scores but their production is not enough to 
become strategic suppliers, but helps to identify potential strategic suppliers. On the other 
hand, those suppliers who obtain low scores and have low production, can be found on the 
flop suppliers’ area. Finally, in the restricted area we can find suppliers who obtain low 
scores and have high production volumes. These are very dangerous for the company as 
they have much production of the season and their scores are very low.  
Finally, we will propose a way of sharing the information. We will suggest a Dashboard, 
using a color scale following the hue of a traffic light, helps to the manager who is reading 
the information to detect by a first look in which KPI the company is not performing well, or 
in which product category the company is performing in a perfect way. 
Page. 2  Report 
 
 
Apply Supplier Performance Management to Desigual suppliers to improve the Supply Chain performance Page. 3 
 
Index 
 
SUMMARY ___________________________________________________ 1 
INDEX _______________________________________________________ 3 
FIGURES INDEX ______________________________________________ 7 
TABLES INDEX _______________________________________________ 8 
1. GLOSSARY _____________________________________________ 10 
2. FOREWORD _____________________________________________ 12 
2.1. Origin of the project ...................................................................................... 12 
2.2. Motivation ..................................................................................................... 12 
3. INTRODUCTION __________________________________________ 14 
3.1. Project main goals ........................................................................................ 14 
3.2. Scope of the Project ..................................................................................... 15 
4. COMPANY PROFILE ______________________________________ 18 
4.1. Introduction ................................................................................................... 18 
4.2. Company Background: Desigual ................................................................. 19 
4.2.1. Early beginnings: 1983 – 1988 ....................................................................... 19 
4.3. Mission, Vision, Identity and Values ............................................................ 21 
4.3.1. Desigual has a Mission ................................................................................... 21 
4.3.2. Desigual has a Vision ..................................................................................... 21 
4.3.3. Desigual has a unique identity ........................................................................ 21 
4.3.4. Desigual has Values ....................................................................................... 21 
4.4. The Desigual Business ................................................................................ 23 
4.4.1. Wholesale ....................................................................................................... 23 
4.4.2. Retail ............................................................................................................... 24 
4.4.3. Department stores .......................................................................................... 24 
4.4.4. Franchises ...................................................................................................... 24 
4.4.5. E-commerce ................................................................................................... 24 
4.5. Product Categories ...................................................................................... 25 
4.6. Constant renewal of the range ..................................................................... 26 
5. APPAREL SOURCING INDUSTRY ___________________________ 28 
Page. 4  Report 
 
5.1. Introduction .................................................................................................. 28 
5.2. Principal players........................................................................................... 28 
5.3. Number of suppliers per player ................................................................... 30 
6. LITERATURE REVIEW _____________________________________ 33 
6.1. The balanced scorecard .............................................................................. 33 
6.2. The End of Low Cost-Country Sourcing ...................................................... 35 
6.3. Supply management orientation and supplier/buyer performance ............. 36 
7. DESIGUAL SUPPLIER PERFORMANCE MANAGEMENT _________ 39 
7.1. Introduction to Desigual production and designing system ......................... 39 
7.2. Scope ........................................................................................................... 41 
7.3. Definitions and benefits of supplier performance Management .................. 42 
7.4. KPIs for supplier performance evaluation ................................................... 42 
7.4.1. Service .............................................................................................................44 
7.4.2. Quality ..............................................................................................................45 
7.4.3. Corporate social responsibility .........................................................................47 
7.4.4. Cost .................................................................................................................47 
7.4.5. Innovation ........................................................................................................48 
7.5. Approach for evaluating ............................................................................... 48 
7.5.1. Evaluating a Suppliers .....................................................................................49 
7.5.2. Evaluating Desigual Categories .......................................................................50 
7.6. Implementing the system ............................................................................. 52 
8. CREATING DESIGUAL SUPPLIER PERFORMANCE MANAGEMENT55 
8.1. Desigual Suppliers Matrix ............................................................................ 55 
8.2. Actions to develop ....................................................................................... 59 
8.2.1. Actions for all Suppliers ...................................................................................59 
8.2.2. Actions for strategic Suppliers .........................................................................59 
8.2.3. Good Suppliers ................................................................................................60 
8.2.4. Flop Suppliers ..................................................................................................61 
8.3. Restricted area ............................................................................................ 62 
8.4. Desigual Dashboard .................................................................................... 63 
9. PROJECT PLANNING _____________________________________ 66 
10. ECONOMIC STUDY _______________________________________ 69 
CONCLUSIONS ______________________________________________ 71 
ACKNOWLEDGMENTS ________________________________________ 73 
Apply Supplier Performance Management to Desigual suppliers to improve the Supply Chain performance Page. 5 
 
BIBLIOGRAPHY ______________________________________________ 75 
Bibliographic references ........................................................................................ 75 
 
Apply Supplier Performance Management to Desigual suppliers to improve the Supply Chain performance Page. 7 
 
Figures Index 
Figure 3.1 SPM life cycle         16 
Figure 4.1 Desigual Sales evolution        18 
Figure 5.1 Number of suppliers        30 
Figure 6.1 The path of a customer order       33 
Figure 6.2 General covariance of the models      37 
Figure 7.1 Design and SMS flow        39 
Figure 7.2 Manufacturing flow        40 
Figure 7.3 Desigual Supply Chain studied       41 
Figure 7.4 Some metrics examples of a supplier scorecard     43 
Figure 7.5 Desigual SPM roadmap        52 
Figure 7.6 SPM Schedule         53 
Figure 8.1 Desigual Supplier matrix        55 
Figure 8.2 Desigual Good Supplier matrix       57 
Figure 8.3 Desigual Flop Supplier matrix       58 
Figure 8.4 Five supplier example raw material      60 
Figure 8.5 Restricted area in Desigual Matrix      62 
Figure 8.6 Desigual SPM Dashboard        65 
Figure 9.1 Project Planning         67 
Page. 8  Report 
 
Tables Index 
Table 7.1 Desigual Service Metrics        45 
Table 7.2 Desigual Quality Inspection Metrics      46 
Table 7.3 Desigual Quality Testing Metrics       46 
Table 7.4 Desigual Quality Customer Complaints Metrics     47 
Table 7.5 Desigual SPM applied to a supplier example     49 
Table 7.6 Desigual SPM applied to a product category example    50 
Table 10.1 Budget for SPM project        71 
 
Apply Supplier Performance Management to Desigual suppliers to improve the Supply Chain performance Page. 9 
 
Page. 10  Report 
 
1. Glossary 
DPI: During Production Inspection 
FPI: Final Production Inspection 
LCC: Low Cost Countries  
LT: Lead Time 
MKP: Mark up 
PM: Product Manager 
PO: Purchase Order 
SKU: Stock Keeping Unit 
SMS: Sales Man Sample 
SPM: Supplier Performance Management 
TCO: Total Cost of Ownership 
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2. Foreword 
2.1. Origin of the project 
This project is born from the needs of controlling Desigual production, which is 
manufactured from third party suppliers. Because of the large cumulative growth of the 
company, the need of knowing where to allocate the production requires a tool to assess 
the suppliers’ performance during a period of time. Hence arise the need of a Supplier 
Performance Management system for Desigual. 
2.2. Motivation 
The motivation for doing this project about applying the Supplier Performance Management 
(SPM) to Desigual, born from my work in Desigual. During the last 12 months I have been 
developing this tool, as well as defining the KPIs and its metrics, I found interesting to do 
this project about the creation and the enforcement of the SPM inside Desigual to obtain the 
suppliers matrix and do a better allocation of the production.  
I also applied in this project many of the concepts learn from the Master, especially from the 
subjects: Supply Chain Design, Business Management and Information Systems.  
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3. Introduction 
Desigual is an apparel and accessories fashion brand based in Barcelona, Spain, and has 
presence 100 countries, with an own network of 700 retail stores and more than ten 
thousand wholesales sales points. It business consist on selling products of its eight product 
categories, Woman, Man, Accessories, Shoes, Kids, Sport, Living and Beauty all around 
the globe.  
In this dynamic and un-predictable world, a company able to identify among its suppliers, 
the best of them, holds the key to sustenance and success. As the suppliers are one of the 
most important agents inside the supply chain management, a supplier performance 
management plays a very important role in the organization strategies, especially in the 
apparel fashion industry, where all the production is been outsourced. 
To develop a useful tool, the KPIs and its metrics need to be well defined. To have access 
to this supplier information, the company needs to have a powerful Enterprise Resources 
Planning (ERP) where to load and consult the information.  
Inside this project we will do a brief introduction to Desigual business and its product 
categories, to better understand its business and how its business could be improved by 
applying a Supplier Performance Management (SPM), to continue selecting the best KPIs 
from the market who best describe and analyze Desigual business to end with Desigual 
suppliers’ matrix and its groups, where to make strategic decisions with suppliers’ position 
inside the matrix. 
3.1. Project main goals 
The main goals of this project are to define the KPIs and to stablish the metrics to perform 
the Suppliers Performance Management (SPM) in Desigual. Once these are defined, the 
suppliers’ matrix can be done and classify all the suppliers into groups.  
In a global context, we could say that the most important goal will be the definition of the 
KPIs and its metrics since they will assess the supplier and give him a score. The SPM will 
lead into a suppliers’ classification and finally we could make decisions regarding its groups. 
Finally, the last objective of the SPM will be the 360º view of the suppliers’ and all its 
processes, seeking the “End to end” sourcing excellence. 
The main goals for the project are: 
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 360º supplier view. 
 Define the SPM KPIs and its metrics. 
 Classify all Desigual suppliers portfolio with the matrix. 
 Define and make decisions regarding the supplier position inside the matrix. 
3.2. Scope of the Project 
The Supplier Performance Management (SPM) will be based on the upstream of the supply 
chain, between vendors and Desigual distribution center. All Desigual product categories will 
be studied as well as all the Purchase Orders and all the geographies and channels. 
Applying SPM over Desigual supply chain will be traduced on a periodical assessments of 
all the suppliers, helping to identify the best suppliers and focusing the production over 
them, and, to identify the worst suppliers historically and to finish its relation as a supplier 
with Desigual.  
It will also help to capture supplier’s value as selecting on strategic suppliers on those who 
are the best in terms of the balance between quality, cost and lead-time – service. By 
sharing this scorecard with the Product Managers (PM) we will be conveying this 
information with all the company, and at the end, share the analysis with the steering 
committee (CDI). In figure 3.1 it is explained the life cycle of the SPM. 
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In figure 3.1 we can see the expected life cycle of the SPM, which will be explained later, it 
consist on a living system which is always updating itself as the company requires. The 
principal idea is that consists in a closed circuit, where once the analyze is finished, it begins 
again with the modifications of the Product Managers (PM) or the steering committee (CDI) 
could have said to add to the SPM. It is also important to highlight the point five, where the 
supplier is informed, this action opens a direct channel of communication with the supplier, 
giving him the opportunity to improve on its weaknesses. 
Define supplier 
performance 
evaluation criteria
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performance data: 
scoreboard and 
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Figure 3.1.  SPM life cycle (Source: Metricstream [1]) 
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4. Company Profile 
4.1. Introduction 
Desigual is an apparel and accessories fashion brand based in Barcelona, Spain, and has 
presence 100 countries, with an own network of 700 retail stores and more than ten 
thousand wholesales sales points. Thomas Meyer is the founder and owns the 90% of the 
company, while 10% remaining belongs to Eurazeo, a French investing group. During 2014 
the company grew up a 16% with an income of 965 million (See figure 4.1) 
 
As it can be seen in figure 4.1, Desigual experimented a tremendous growth since 2002, 
within 2010 to 2013 growth a 24%, and in 2009 experimented a growth of 90%.  
During these years Desigual has incorporated five new product categories, in 2012 added 
Baby (inside Kids), Living and Shoes, and in 2013 Beauty and Sport. It also reached new 
geographies, North America in 2009, Asia in 2010 and South America in 2013. And new 
distribution channels: Franchises in 2008, online B2C in 2010 and Travel Retail in 2011, a 
new concept store based in the principal airports and focused in tourism.  
Figure 4.2.  Desigual sales evolution (Source: Desigual) 
 
 
 
 
 
 
 
Apply Supplier Performance Management to Desigual suppliers to improve the Supply Chain performance Page. 19 
 
4.2. Company Background: Desigual 
4.2.1. Early beginnings: 1983 – 1988  
Founded in 1983 by Thomas Meyer, a twenty-year-old Swiss, Desigual was created 
dreaming a future in which people could dress in a fun, inspiring and affordable way. The 
name “Desigual” came from Isabel Coixet, Thomas chose “Desigual” and accompanied it 
with a slogan that defined it: “it’s not the same”. 
In September 1985 Desigual presented its first collection, rich in prints and colors, the 
precursor to the happy vitality that has always characterized Desigual work. Desigual started 
to grow and expanded the team to 40 people.  
In the following year, Desigual sales underwent major growth, but also made a number of 
wrong decisions that endangered the future that made the company became financially 
strangled and had to suspend payments. 
Crossing the desert: 1988 – 1992  
Due to the bankruptcy in 1988 Desigual had to face with the option of rebuilding the 
company or disappearing, Desigual opted for the former and launched the “Styled for Relax” 
collection.  
In 1991 “Feel You Sexy” collection became a major sales hit. Desigual presented the first 
prints designed by Thomas Meyer. Started its commercial and financial re-structuring. 
During 1992 Thomas Meyer and Manel Adell met for the first time. They crossed the Atlantic 
Ocean in a yacht with 11 other people. The foundations for firm friendship were laid that 
would lead to the incorporation of Manel in Desigual 10 years later.  
Consolidation: 1993 – 2001 
During 1993 to 1995, Desigual consolidated itself on the Spanish market and started to 
export to France and Portugal, the idea of a network of brand stores was devised. Desigual 
also opened brand stores in Salou, Lloret de Mar and Platja d’Aro: three locations directly 
linked with tourism that represented the recovery of a network of brand stores. 
On 1997 Desigual returned to the Gaudí Barcelona catwalk and its design department 
expanded in line with the company size and the goals for the future. During these years, 
Desigual reflected on how its relationship with their customers had been consolidated. 
Desigual goal was to improve constantly, increase the quality of our products and optimize 
its processes.  
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Manel Adell as a CEO: 2002 – 2005  
In 2002 Manel Adell joined Desigual, first as an advisor and then as partner and managing 
director. The Spring/Summer season of 2004 present Desigual first full collection for kids: 
the challenge to work in a sector as specific as children’s clothes was set.  
During 2005 Desigual announced the opening of 24 new stores and started a new 
marketing action: Naked, enter naked and leave dressed 
International expansion: 2006 – 2008  
In October 2006, Desigual opened a store in Singapore, the first to be opened outside 
Spain. The rhythm of our growth was astounding and managed to improve its business 
results across the board. In 2007 Desigual touched down in London with a store on Regent 
Street. In 2008 Desigual expected an 80% figures of growth. 
The American dream: 2009 – 2011  
The American year: Desigual opened a store in New York, a corner in Macy’s and its 
clothing was now present in 500 multi-brand stores in the US. In 2010 Desigual opened the 
world’s biggest store in the center of Madrid: covering more than 2,000 m2 in a 7-storey 
building, as well as two spectacular flagship stores in Paris and San Francisco. USA and 
Asia became key markets. Desigual launched its online store. Desigual started to implement 
Social Responsibility practices to reflect on and prioritize its values.  
In 2011 Desigual signed a worldwide collaboration agreement with Cirque du Soleil, an 
alliance that would join the worlds of art, performance and design with the launch of a 
magical collection. The collaboration between Desigual and Monsieur Lacroix reached a 
higher level of maturity with its second collection. In Asia, Desigual strengthened its position 
with the opening of its seventh store on the continent.  
Now a days: 2012 – 2015  
2012 was a great year for digital expansion and Desigual launched desigual.com in several 
European countries: Cyprus, Denmark, Finland, Ireland, Malta, Poland and Portugal.  
Desigual launched its first TV advertising campaign with the slogan “#tengounplan”, a 
resounding success. Desigual opened its first office in Hong Kong and a spectacular 
flagship store in downtown Tokyo. The company’s new headquarters becomes a reality and 
Desigual moves into a spectacular 24,000 m2 beachfront building.  
Manel Jadraque is appointed general manager and kicked off the year with new targets to 
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position the brand at the top of the industry. Desigual stepped onto the runway for the first 
time ever in September 2013 at New York Fashion Week, coinciding with the opening of the 
flagship store on 5th Avenue.  
In late October Desigual celebrated its arrival in Brazil with the opening of our first store in 
Sao Paulo. The Sports line becomes a reality in 2014. Desigual continue working hard 
towards being a real “Olympic Love Brand”.  
4.3. Mission, Vision, Identity and Values 
4.3.1. Desigual has a Mission 
At least one Desigual garment in every wardrobe in the world. To expand its solid brand 
universe based on emotional experiences and the creation of original garments, with the 
aim to increase our consumer base globally. 
4.3.2. Desigual has a Vision 
To inspire and to generate positive emotions through the creation of original garments within 
the reach of the people. Desigual wants to share its spirit of good intentions, passion for life 
and uniqueness. Desigual project breathes positivism, commitment, tolerance, continual 
improvement, innovation and fun. Because as the saying goes with the first slogan, 
“Desigual is different”. 
4.3.3. Desigual has a unique identity 
Respect differences. Listen to others' opinions. Share good humor. Being enthusiastic. 
Creating with an open mind. Love what we do. Constantly explore new territories, while at 
the same time aspiring to sustained, sustainable and profitable growth. 
4.3.4. Desigual has Values 
Respect 
 Respecting and understanding others. 
 Desigual proposes work and relations with others with simplicity and humility, without 
being afraid to make mistakes. 
 Accepting differences and taking others' opinions into account. 
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Constant improvement 
 A desire to achieve and be nonconformist, marking constant targets and providing 
continual ideas for achieving excellence. 
 Having the capacity for self-criticism and seeing mistakes and problems as an 
opportunity to learn and improve. 
 Reinventing and adapting in day-to-day situations. 
 Training, continual learning and personal growth. 
Commitment 
 Responsibility and involvement in the project as if it were your own. 
 Personal involvement with the Desigual strategy, with the product and with 
colleagues. 
 “The Desigual Family” is what we as employees are, feel and convey to our 
customers so that they feel Desigual is their own. “What we do with the five senses”. 
 A permanent commitment to society. 
Innovation 
 Be creative at work, do things with boldness and be nonconformist. 
 Find new ways to see and do things and look for efficient solutions. 
 Take initiative and contribute new ideas. 
 Make changes and adapt to them 
Positivism 
 Contemplate work and your goals with optimism, energy and enthusiasm. 
 Be sure of yourself. 
 Face difficulties with a sense of humor and constructively. 
 See solutions instead of problems. 
Apply Supplier Performance Management to Desigual suppliers to improve the Supply Chain performance Page. 23 
 
Fun & Profit 
 Satisfaction for a job well done. 
 To do what you love doing, feel identified and valued. 
 Enjoy the environment in which you work, spread and share this feeling with others. 
 Motivation with the job. 
4.4. The Desigual Business 
4.4.1. Wholesale 
Desigual sells its articles in private stores around the world, where the brand coexists with 
other brands. This sales channel, which historically was the first, is what is known as 
'wholesale or multibrand'. 
The sales network is coordinated by the area managers or key accounts, the network of 
sales reps - some are direct staff and others outsourced - serves a geographic area. Their 
mission: to advise and retain the existing customer base to sell increasingly more and 
develop new business (look for new customers and introduce new product lines). 
In order to disseminate the Desigual product (and the brand image) through multibrand 
stores around the world, they must be familiar with each millimeter of every collection.  
All the reps, working in each of their assigned geographic areas, are the Desigual 
ambassadors throughout the world and the first to see the new collections. They begin 
selling almost 6 months before the arrival of the collection to the points of sale. 
Desigual participates in about fifty trade shows every year. Desigual stand becomes a 
meeting point with customers. Bread and Butter is the first on the calendar and also the 
most important. 
Each sales rep has a collection of samples and sales catalogues with which they visit 
current and potential customers.  
In some cities, Desigual has its own or rented showrooms, where visiting customers can 
view the entire collection. It is also a point of sale where come into contact with customers 
and close orders. 
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4.4.2. Retail 
Desigual has a broad network of brand and franchised stores, where Desigual sell articles 
from the current season (season stores) and from the same season of the previous year 
(Outlet). Desigual also opts for the formula of franchising in those markets in which it must 
overcome legal or cultural obstacles and for those in which they believe this formula can 
facilitate the introduction and initial growth.  
Desigual search for the best sites on the street and in shopping centers to bring their 
collections to customers through a unique space. The stores have a surface area of 
between 100 and 2000 m2 and a different commercial offer, selected on the basis of their 
type of customer, location, capacity, level of rotation, etc. 
4.4.3. Department stores 
Department Stores (DS) are one of the company's strongest sales channels, with over 500 
'corners' all over the world. A corner is an exclusive space that integrates Desigual into the 
most select department stores, in countries such as Japan, Canada and both northern and 
southern Europe.  
The DS business model is based on direct and indirect management. The difference 
between them lies mainly in the management of the goods. Indirect is an outright purchase 
the store customer makes. It is the customers who choose the articles they think will be 
good for their stores, on the other hand, direct management is the selection of articles that 
Desigual makes to put on sale in each of its corners; it also involves the recruitment of staff 
and looking for the best locations. 
4.4.4. Franchises 
Franchises are just like Desigual own stores in terms of their image, product management 
and brand values...the difference is that they are owned by partners and run by their teams. 
Desigual opts for this channel in countries where this formula is beneficial for growth or for 
legal or cultural reasons. 
4.4.5. E-commerce 
Desigual's 'doors' are open at the online store since September 2010. Because Desigual 
wants to get closer and closer to the customer each day and have them visit their home, 
from their cell phones, from their computers, 24 hours a day, every day of the year…  
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4.5. Product Categories 
Man 
The first category in the history of Desigual. Desigual has grown and learnt with Man, so it is 
inspiring and comfortable, designed to convey the spirit that portrays Desigual. Adaptable to 
a multitude of styles. 
Woman  
Desigual likes to dress women's bodies comfortably, love to generate positive feelings and 
emotions to all the women in the world. 
Kids 
Based on the same radically optimistic approach as the rest of the collection, but enhancing 
color and graphic elements even more. Comfortable garments, very sturdy tailoring and 
finish. 
Accessories 
Perfectly attuned to the Desigual clothes: they share creativity, color and a message. 
Designed to suit any occasion: bags, belts, hats, scarves... 
Shoes 
At Desigual they wanted to dress feet, making them beautiful, fun, pampering them. So they 
have created a new style in the world of footwear, which has taken the know-how and 
experience of artisans and master shoemakers to unite it with our world. The result: shoes 
that appeal for their convenience, comfort and design. 
Living 
Each item of the line represents the creative spirit of Desigual: with no fear of being 
different, keen to experiment and have fun but without under minding quality and daily 
comfort. 
Beauty 
This big project is in the process of discovery, analysis and testing. The first collection has 
been released in SS14. 
Page. 26  Report 
 
4.6. Constant renewal of the range  
With the aim of the customer finding the most varied range possible in the stores, Desigual 
always keep the product mix in mind. Desigual classify the garments by a criterion of novelty 
(NEW, FRESH, CARRY OVER). Each of these groups represents 33% of the articles 
Desigual release for sale. 
New.  
These are completely new articles, with new patterns, new prints, new styles… because 
Desigual seeks for innovation, surprise the customer, start a new 'desigual' style.  
Fresh.  
These are versions of models that are already known. Based on a pattern, print or known 
style, redesigned with refreshing changes. They have elements in common with existing 
garments to which a code of innovation is added to give them their own style. 
Carry over 
These are repetitions of models that have had 'mega' sales. They are redesigned repeating 
the same codes: pattern, print and style. Thus, Desigual can ensure the continuity of the 
references sold very well and give continuity to Desigual image.  
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5. Apparel Sourcing Industry  
5.1.  Introduction 
The apparel industry has suffered several changes in the past few years, nearly all the 
industry has moved to Asia seeking for the lowest labor cost they can find, while moving 
from country to another [2]. Within last years, where wages all across Asia have been 
increasing, as well as foreign exchange rates for Euro currency have reached lowest levels 
in a lustrum, have complicated the challenge for apparel companies of sourcing across the 
glove. These trend seems to capture the attention of sourcing activities in East Africa of 
some of the leading apparel companies. [3] 
5.2.  Principal players  
There are thousands of apparel companies, as well as retailers, but in this chapter we will 
focus in an introduction to the world leaders (Inditex, H&M and GAP): 
Inditex: 
Inditex is a Spanish group of textile and accessories manufacturing and distribution, based 
in Arteixo (A Coruña) Inditex is present in 88 countries of the five continents with more than 
6 683 shops and 137 054 employees in 2013. Operating under brands named Zara, Zara 
Home, Massimo Dutti, Pull & Bear, Bershka, Oysho, Uterqüe and Stradivarius, Inditex 
invoiced 16 724 million Euros in 2013 [4]. 
Inditex does not provide information about sourcing origin countries, but a cluster 
information, Africa (124 suppliers), America (82 suppliers), Asia (738 suppliers), European 
Union (497 suppliers), Europe non-EU (151 suppliers). In 2013 Inditex sourced from 1 592 
suppliers in 46 countries, where 51% of production had its origin in suppliers located near 
Inditex Headquarters in Spain [4]. 
Hennes & Mauritz (H&M): 
Hennes & Mautitz (H&M) is a Swedish retaining company with 3 132 stores in 53 countries 
and employing over 116 000 employees. H&M does not have any factories, instead, it 
outsource manufacturing process by around 900 independent suppliers with around 1 900 
factories. [5] 
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Unlike Inditex, H&M is providing full information of its manufacturers in its web page, 
updated quarterly, where are classified by country and region, EMEA, Far East, and South 
Asia, and its status as a direct supplier, subcontracted supplier and second tier supplier 
(fabric and yarn suppliers).  
The Gap Inc: 
The Gap Inc (GAP), is an American multinational apparel and accessories retailer, 
headquartered in San Francisco, California. Operating under brands named GAP, Bannana 
Republic, Old Navy, Athleta and Intermix. Gap Inc. has Company-operated stores in the 
United States, Canada, the United Kingdom, France, Ireland, Japan, Italy, China, Hong 
Kong, and as of March 2014, Taiwan. We also have franchise agreements with unaffiliated 
franchisees to operate Gap, Banana Republic, and Old Navy stores throughout Asia, 
Australia, Europe, Latin America, the Middle East, and Africa [6]. 
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5.3.  Number of suppliers per player 
 
 
In figure 5.1 they appear 9 retailing companies that develop a similar business as Desigual. 
This companies, Inditex [4], H&M [5], Gucci [7], Bestseller [8], Levis1, Espirit [9], Mango [10], 
Cortefiel2 [11], and Desigual. Volume of each ball indicates companies’ income, while OX 
axis the number of suppliers per 100M income. 
From figure 5.1 it is possible to detect two main groups, the super retailers (Inditex and 
H&M) and the rest. From looking at this figure, we may expect to get an idea of the best 
supplier number for Desigual, however, from Inditex and H&M we can observe that one, 
Inditex, uses a policy of multi supplier, large number of suppliers with little production per 
supplier, while H&M focuses in strong relations with its suppliers, low number of suppliers 
                                               
1 Former employee information 
Figure 5.1.  Number of suppliers (Source: Own) 
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with high production per production. If we draw a line at 45º from the horizontal, and we look 
to the super retailers, we see that the suppliers below the line follow H&M trend, whereas 
suppliers above the line follow Inditex trend. From figure 5.1 and focusing on the other 
group, Cortefiel, Espirit, Levis and Mango follow Inditex trend, large number of suppliers 
with low production, while Gucci, Bestseller and Desigual follow H&M trend, low number of 
suppliers with high production. 
From figure 5.1 we cannot conclude with a best practice about a definitive supplier’s number 
for a retailer. We can assert that nowadays coexist two different policies regarding the ideal 
number of suppliers. However, and highlighting the 45º line from the horizontal, a retailer 
located within the line, would be balanced in terms of number of suppliers regarding its 
income.  
                                                                                                                                              
2 Audited suppliers 
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6. Literature review  
6.1. The balanced scorecard 
Kaplan and Norton [12] have proposed the balanced scorecard (BSC), a tool that measures 
and evaluates day-to-day business operations from four perspectives: finance, customer, 
internal business process, and learning and growth. This BSC is designed to complement 
“financial measures of past performance with their measures of the drivers of future 
performance”.  
Several companies are adopting the BSC as the foundation for their strategic management 
system. Some managers have used it as they align their businesses to new strategies, 
moving away from cost reduction and towards growth opportunities based on more 
customized, value-adding products and services (Martinsons, Davison, & Tse, [13]).  
 
 
 
Figure 6.1.  The path of a customer order (Source: Christopher [14]). 
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According to Bhangwat and Sharma [15], main important metrics for measuring Supply 
Chain Management are: 
 Metrics for performance evaluation of planed order procedures 
 The order entry method 
o Order lead-time 
o The customer order path 
 Supply chain partnership and related metrics 
 Measuring customer service and satisfaction 
o Flexibility 
o The customer query time 
o Post transaction measures of customer service  
 Production level measures and metrics 
o Range of products and services 
o Capacity utilization 
o Effectiveness of scheduling techniques 
 Performance evaluation of delivery link 
o Measures for delivery performance evaluation 
 Delivery-to-request date 
 Delivery-to-commit date 
 Order fill leas time 
 Supply chain finance and logistics cost 
o Cost associated with assets and return on investment 
o Total inventory cost 
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 Opportunity cost consisting of warehousing, capital and storage. 
 Cost associated with inventory as incoming stock level, work in 
progress. 
 Service cost, consisting of costs associated with stock management 
and insurance. 
 Cost held up as finished goods in transit. 
 Risk costs, consisting of costs associated with pilferage, deterioration 
or damage. 
 Cost associated with scrap and rework. 
 Cost associated with shortage of inventory accounting for lost 
sales/production. 
 
6.2. The End of Low Cost-Country Sourcing 
For decades, apparel makers have worked under the assumption that labor cost must be 
kept as low as possible in order for garments to be produced at competitive prices. This is 
widely held belief has caused the industry to move from country to country as labor cost 
increases erode each local market’s temporary advantage. [2] 
Cheap labor is becoming a rare commodity, and the number of low-cost countries (LCC) is 
dwindling. The challenge calls for apparel companies to view their production processes and 
partners through three strategic lenses: innovation, collaboration, and proliferation. [2] 
Rising wages across the Asian supply base have continued to chase these companies from 
China and Thailand to points South, East, and West, and now Ethiopia and Myanmar are in 
their sights.  
According to Distler et al. [2] apparel companies tend to use one of following four sourcing 
approaches to establish a cost basis: 
 Tendering: Involving tendering bids to select a margin optimized quote. Applicable 
to categories that are commoditized and supply base is broad.  
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Direct Buying: Producers engage suppliers in direct price negotiation in the fabrication of 
simple but differentiated apparel offerings. 
 Cost Management: This approach is used in complex apparel lines where the 
producer and its suppliers agreeing to a cost structure and negotiating around it. 
 System Costing: This tendency is by the authors the most dynamic sourcing 
approach, as it stablishes cost parameters at the outset and involves a highly 
consolidated supply base, allowing market forces, rather than traditional tendering 
practices to set the cost for each article.  
6.3. Supply management orientation and supplier/buyer 
performance 
Shin et al. [16] affirm that the positive impact of the supply chain management on a firm’s 
performance has been reported from many industries. As opposed to traditional 
procurement and distribution channels composed of independent organizations, a “supply 
chain” consists of independent organizations working for the efficiency of the entire supply 
chain. 
The term “supply chain” or “supply chain management” is widely used in the literature even 
when the procurement side of manufacturing is the primary interest. [17] 
Figure 6.2 explains the following performance characteristics identified from the literature: 
long-term relationship with suppliers, supplier involvement in the product development 
process, a reduced number of suppliers, and a ‘quality focus’ meaning that quality 
performance is the number one priority in selecting suppliers. [16] 
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Reduce number of suppliers 
The authors affirm that in the past it was a common practice for many American companies 
to contract with multiple suppliers. The underlying premises behind this tradition of multiple 
sourcing include: competition is the basis of the American economic system, purchasing 
must not become source dependent, and multiple sourcing is a risk-reducing technique. [18] 
Conclusions and discussions 
1. The following four performance characteristics of a Supplier Management Oriented 
(SMO) are the major contributions to improve performance of the supply chain: long-
term relationship with suppliers; supplier involvement in the product development 
process; a reduced number of suppliers; and a quality focus. [16] 
2. When cost reduction is a top competitive priority, it is imperative for manufacturers to 
simultaneously adopt other strategies in addition to SMO in order to reduce internal 
cost considerably. The cost model lacks a direct linkage between the SMO and the 
buyer’s internal cost performance, and other cost reduction strategies such as 
reduction setup time or overhead cost must complement an SMO. [16] 
Figure 6.2.  General covariance of the models (Source: Shin, Collier and Wilson [16]) 
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7. Desigual Supplier Performance Management 
7.1.  Introduction to Desigual production and designing 
system 
Desigual bases its collections on Thomas topic, sometime a sentence and sometimes a 
word, and then the designing process begins. The designers are required to do weekly 
deliveries of new designing ideas, which are evaluated and those with an approval on the 
design are required to be produced as a prototype, where it is evaluated again with fabrics 
and printing. In case the prototype is considered a fail in prints but not on fabric or vice 
versa, the first prototype can be produced and evaluated again. With all final prototypes 
defined, Product Managers (PM) seek for suppliers who can manufacture the prototypes, 
this products are known as Sales Man Samples (SMS) and will be the ones the sales team 
will use with its wholesales clients.  
Once the collection is defined, PMs seek again for suppliers to produce the entire collection, 
and when they have all collection allocated, planning team sends the Purchase Order (PO) 
to the supplier and begins the manufacturing part, done entirely by the supplier. (Fig. 7.1) 
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Fig.  7.1.  Design and SMS Flow. (Source: Desigual Sourcing flow [19]) 
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During the manufacturing process, the Quality team performs two inspection, one at the 
very beginning of the production, known as During Production Inspection (DPI) where 
basics are tested, like fabric, and another when the production has finished Final Production 
Inspection (FPI), and where all garments are tested. If the garment approves FPI it’s ready 
for delivery. The entire time between the PO is launched and the supplier delivers the 
garment is known as Lead Time. 
Figure 7.1 shows the designing and SMS process flow while figure 7.2 shows the 
manufacturing process flow. 
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Fig.  7.2.  Manufacturing Flow. (Source: Desigual Sourcing flow [19]) 
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7.2. Scope 
The Supplier Performance Management (SPM) will be based on the upstream of the supply 
chain, between vendors and Desigual distribution center. All product categories will be 
analyzed (Woman, Accessories, Man, Kids, Shoes, Sport and Living) and all Purchase 
Orders (PO) for all the geographies and channels. The final objective of the SPM is to have 
a 360º view of the supplier and all its processes, seeking the “End to end” sourcing 
excellence. 
 
In figure 7.3 it is marked the supply chain that will be studied. 
Applying SPM over Desigual supply chain will be traduced on a periodical assessments of 
all the suppliers, helping to identify the best suppliers and focusing the production over 
them, and, to identify the worst suppliers historically and to finish its relation as a supplier 
with Desigual.  
It will also help to capture supplier’s value as selecting on strategic suppliers on those who 
are the best in terms of the balance between quality, cost and lead-time – service. 
As it has been described above, Desigual focuses large volumes of production in very few 
suppliers, for this reason, using an SPM system it’s essential to identify and classify all 
suppliers. 
Fig. 7.3.  Desigual supply chain studied (Source: Desigual Customs [20]) 
   ) 
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7.3.  Definitions and benefits of supplier performance 
Management 
Defining a reliable metric for the SPM, ensures that the supplier performance meets the 
expectations marked by the company. SPM not only ensures a minimum level of 
performance but ensures a future improvement level of the suppliers, otherwise the 
relations between vendors and Desigual will be ended. 
As Desigual is outsourcing all the production while it keeps focused on the designing 
process, its core competence, the success becomes more dependent on the performance 
of the strategic suppliers rather than any other process. 
Several benefits associated with SPM can be found, like mitigation against poor 
performances or focusing on the best suppliers. It is believed that supplier evaluations like 
SPM can help to identify and remove hidden cost related with suppliers and besides, the 
process of evaluation the performance of a supplier, helps to motivate them to improve on 
their performance on the next assessment. 
7.4.  KPIs for supplier performance evaluation 
To perform supplier evaluation it is very common to analyze different aspects of the 
supplier, figure 7.4 shows some of the metrics most used in supplier’s scorecard and to 
apply SPM to Desigual suppliers. 
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Scorecard 
Category 
Metrics 
Quality 
 $ cost recovered last quarter 
 On-Time 4Ds/8Ds 
        Delivery 
 % On-time Delivery 
 # of Late Deliveries 
 # of early Deliveries 
 % of line items not shipped on time 
 # of line items not shipped on time 
 Actual vs. quoted lead-time 
Cost 
 % Total cost reduction 
 Total cost reduction year-over-year 
  Responsiveness 
 Emergency request for part change 
 Emergency orders requested vs. shipped 
 Compliance to payment terms 
 Overall communications 
Risk 
 Root cause of nonconformance incidents 
 Political events 
 Product availability 
 Distance from source 
 Industry capacity 
 Technology change 
 Financial instability 
CSR 
 Total recordable incidents 
 Days away from work cases 
 Fatality and work safety initiatives 
 Green initiatives 
Customer 
complaints 
 Identify and track Cost of Poor Quality 
(COPQ) associated with product returns 
 
Fig. 7.4.  Some metrics examples of a supplier Scorecard (Source: Metricstream [1]) 
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The following KPIs categories are selected: service (delivery), Quality, Cost, Corporate 
Social Responsibility (CSR), Customer Complaints and Innovation. KPIs and metrics are 
described below. 
This KPIs have been selected since a combination of them as whole achieve the 360º 
supplier view. Service checks deliveries and control suppliers delays, quality checks is the 
supplier reaches the quality expected by Desigual, CSR controls is the supplier comply 
Desigual Code of Conduct, cost checks the evolution of the purchase price of the supplier, 
Customer Complaints sees the quality of the supplier from the customer perspective, and 
last but not least, innovation analyze the supplier as the point of view of a Product Manager 
(PM).  
Missing KPIs displayed in figure 7.4, Responsiveness and Risk, first one has been included 
inside Delivery as we are analyzing the delay between agreed delivery and real delivery. 
Second one, Risk, has been discarded since Desigual supply chain, and the rest of the 
apparel industry, have its supply chain based in Asian LCC and these countries have no risk 
regarding on the definitions shown in figure 7.4. 
7.4.1. Service 
Service KPI evaluates the delay between agreed delivery and real delivery at the forwarder. 
As the deliveries are basic to plan all the stock and the warehouse, big delays can cause big 
problems on Desigual Supply Chain.  
Like three quarters of the production are located in Asia (see figure 7.4) the accuracy of the 
deliveries must be perfect. All deliveries are planned at the beginning of the season 
according to the expected sales level, the sales channel and its geographic destination. 
Nearly all the production is planned to be delivered by sea but due to the large transit times 
between Asia and Europe, in case a supplier cannot deliver the PO on time it will be asked 
to deliver it by air. 
For these reason service must be a parameter to evaluate the supplier, and will be analyzed 
with this metric: 
 The average number of delays, expressed in days, from the agreed delivery and real 
delivery. 
If the supplier gets an average of twenty-one or more days of delay, obtains directly a zero, 
and gradually augments to ten if the supplier gets zero delay days. (See Table 7.1) 
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Average # of delays 
(Days) 
Score 
0 10 
10 5 
21 0 
7.4.2. Quality 
In the apparel Industry the quality of the garments reflects customer’s opinion for the brand. 
For these reason Quality KPI must be evaluating the supplier to align the quality expected 
by Desigual with the one the suppliers are providing, Desigual defines its own quality level 
and it is known as Quality Agreed. 
Quality KPI is divided into three parts:  
 Testing 
 Inspections 
 Customer Complaints 
Testing and Inspections together accomplish for the 50% of the Quality KPI, while Customer 
Complaints assigns the 50% remaining.  
Quality Score: 25% Testing + 25% Inspections + 50% Customer Complaints. 
Below are described each part. 
Inspections: 
During the season several quality inspections are made, some of them are During 
Production Inspection (DPI) and some of them are Final Production Inspection (FPI). As the 
main important are the FPI, Inspections score will be determinate by FPI inspections. These 
test analyze physical parameters like seams, stitching… 
One PO is not considered able to be delivered unless it has approve correctly the FPI test. If 
the test results to be fail, a new test will be conducted until final conclusion will be OK. 
The KPI will analyze the % of production considered OK in the FPI and it will compare with 
the total production analyzed. The minimum allowed will be a 96%, number below it will be a 
Table 7.1.  Desigual Service Metrics (Source: Own) 
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zero. On the other hand, a 100% in the FPI inspection will award a 10 point score. (See 
table 7.2) 
 
FPI Inspections  
(% of Production) 
Score 
100% 10 
98% 5 
≤96% 0 
Testing: 
Unlike Inspections, Testing measures the composition of the garment and the non-toxic 
substances. These tests are conducted for each and every style of the collection, and only 
one test is necessary in contrast to Inspections where every PO needs to be inspected.  
As all styles need to be tested and be positive result, in case of the initial test turns negative, 
a re-test will be performed until the final result is positive. To analyze Testing variable we will 
only consider the first test (Initial) and we will measure it as the number of styles with a final 
result as OK over the total number of styles. (See table 7.3) 
 
Testing 
(% of styles) 
Score 
100% 10 
50% 5 
0% 0 
Customer Complaints: 
Customer complaints is the last leg of Quality variable and accomplish for a 50% of the total 
score. Within customer complaint we aim to include the customer in the equation and reach 
a 360º view of the supplier. Customer complaints includes all claims in every Desigual 
channel, Retail, Wholesale, Franchises, e-commerce…, and allows to control where the 
customer is finding most problems.  
Table 7.2.  Desigual Quality Inspections Metrics (Source: Own) 
 
 
 
 
 
 
 
Table 7.3.  Desigual Quality Testing Metrics (Source: Own)  
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Claims can come from anywhere and are collected by the sales team, if the claim came 
from a retail shop, the sales assistant will open a ticket where it will include all the 
information regarding the garment, in case the claim came from the e-commerce channel or 
by the helpline, in both cases the sales team located in the headquarters will open the ticket 
and include all the information. Finally if the claim comes from the wholesale or franchises 
channels, in that case the sales representative will be the person in charge to open the 
ticket. This tickets are very important as they have the information by why the client is not 
satisfy with the product or if the product has defects that the quality team did not detect 
during the production time. This information affects directly to the supplier as he is the 
manufacturer of the goods, so including this variable to the equation is a must. 
The way of measure customer complaints will be the number of incidents over the number 
of products sold multiplied by one thousand. If the resulting number is bigger than 0,02 then 
the score will be a zero, otherwise it will gradually ascend to 10. (See table 7.4) 
 
Customer Complaints 
(#Incidents/#Sales)*1000 
Score 
0 10 
0,01 5 
0,02 0 
7.4.3. Corporate social responsibility 
Corporate social responsibility (CSR) is a very sensitive topic in apparel industry, since in 
2013 Rana Plaza building collapse in Bangladesh and lead a death toll of 1 129 [21], all 
companies in the industry become more interested in knowing where their products are 
produced in. This dramatic incident makes companies focus on more strict code of conducts 
for its suppliers and a firm control on fulfillment, with a zero tolerance policy in case of non-
accomplishment. 
Desigual performs social audits to its suppliers with a third party company, and audits 
results for each supplier become CSR score. 
7.4.4. Cost 
Cost variable measure supplier performance on purchase price. Given a range of maximum 
and minimum prices for each Category, technique and product family, i.e. Woman – Flat 
Table 7.4.  Desigual Quality Customer Complaints Metrics (Source: Own) 
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Knit – T-shirt, the purchase price is evaluated and a score is given.  
In case of the purchase price is below the minimum range, obtains a ten point’s score, in the 
other hand, if the purchase price is above the maximum range, and obtains a zero point’s 
score. If the purchase price is between the ranges, the score will be proportional of its 
position within the range. 
Evaluation cost helps to identify the most expensive suppliers in each category, technique 
and product family, and then, analyze why that supplier is expensive in compare of the rest, 
as sometimes could be because of the quality agreed. 
7.4.5. Innovation 
In the aim of creating a 360º system for evaluating suppliers, Innovation variable measures 
the supplier by its ability to propose new ideas and products. Product Managers are the 
ones who objectively assess the supplier. For each category a Product Manager is assigned 
and is the responsible to assess the supplier with a score from 0 to 10. In case a supplier 
produces for more than one category, an average of the score will be made. 
As it can be seen in figure 7.9, innovation is one of the most used KPIs when to assessing a 
supplier. Since some supplier provide that value added that cannot be measured in any 
none of the above KPIs, like proposing new product ideas or constant improvement in their 
facilities that increases their production capacity, including innovation variable to the 
equation will help this suppliers. 
7.5.  Approach for evaluating 
Once the Key Performance Indicators (KPI’s) have been described above, now we must 
see how interact all together in order to obtain a reliable Supplier Performance Management 
for Desigual suppliers. 
The main purpose of this evaluation is to allocate Desigual suppliers in three groups: 
Strategic Suppliers, Good Suppliers and Flop Suppliers. As each supplier has been 
evaluated, it is possible to evaluate Desigual categories given the production of every 
supplier for each and every category. 
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Maintaining the objective of creating a 360º view of the supplier, all the KPIs must be 
weighted the same, said this, Desigual’s Supplier Performance Management will use the 
following equation: 
Below is described how this equation affects both supplier and categories. 
 
7.5.1. Evaluating a Suppliers 
When the equation 7.1 is applied to every Desigual suppliers a final score is obtained. This 
score reflects the global performance of the supplier in a given period, and it’s also possible 
to see the supplier’s performance in the five areas. When all the suppliers have been 
evaluated it is possible to do a rank of the best and worst suppliers. (See table 7.5) 
 
Supplier Service Quality CSR Cost Innovation SCORE 
Supplier X 6,3 8,5 8,5 6,0 7,5 7,4 
Table 7.5 shows the result when SPM is applied to an example supplier, the average of the 
5 KPIs gives a final score of 7,4. This score must be compared to some others, because it 
alone does not provide any information. It is useful when it is compared to other suppliers 
from the same category, the same geographic area or even when compared to Desigual 
final score.  
The final score reflects how the supplier has performed in the period of time analyzed, this 
periods could range from 1 week to one season or even a year, depending the aim of the 
study. This time flexibility allows to perform SPM analysis in very short periods of time, as 
the peak seasons (this peak periods can range up to two weeks) and to take decisions with 
the results obtained for the upcoming peak period. This analysis lets us see a small but very 
useful picture of the actual moment of the suppliers.  
On the other hand, if we want to see how has been the performance in a season, or even in 
InnovationCSRCostQualityServiceScore %20%20%20%20%20   (Eq.  7.1) 
Table 7.5.  Desigual SPM applied to a Supplier Example (Source: Own) 
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a natural year, where several seasons have coexisted, the SPM analysis will provide a big 
picture of the suppliers, and this information will help to take decisions facing the next 
seasons. 
7.5.2. Evaluating Desigual Categories 
Once all suppliers have been evaluated, the Desigual forming product categories can be 
evaluated too, this product categories are: Accessories, Woman, Man, Kids, Shoes, Living 
and Beauty. Every score of each supplier must be referred to each category and categories 
score will be weighted by production. This means, each supplier contributes to its category 
as the production the category has given to him. When all the suppliers forming category 
have been evaluated, a score for the category, named X, can be obtained. (See table 7.6) 
 
The final score of the category is the result of the performance of all the suppliers and 
allows to compare every supplier’s score to the category’s one (6,7) to detect the best 
suppliers, those who are up above the average and take decisions with them. 
As it can be seen at table 7.6, five suppliers, named X, Y, Z, S and T, have different scores 
in each KPI, so the outcome for each is different as it is their contribution to the category (% 
of Production). This means that the score of the category in each KPI is linked to the 
production the category has given to each supplier. This process helps to detect if the 
Supplier Service Quality CSR Cost Innovation SCORE % of Production 
Supplier X 6,3 8,5 8,5 6,0 7,5 7,4 35% 
Supplier Y 5,4 4,0 9,5 8,3 3,5 6,1 25% 
Supplier Z 3,3 8,0 8,5 4,5 9,0 6,7 20% 
Supplier S 7,9 3,3 7,8 6,7 4,5 6,0 15% 
Supplier T 5,0 7,5 9,0 8,9 7,0 7,5 5% 
Product 
Category X 
5,7 6,4 8,7 6,5 6,3 6,7 100% 
Table 7.6.  Desigual SPM applied to a Category Example (Source: Own) 
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decisions taken during the period have been right or not.  
When we look at table 7.6 and we see that in Service KPI, with an outcome of 5,7, and we 
look to both supplier S (service score 7,9) and supplier Z (service score 3,3) we can 
conclude that supplier S has a better accuracy on its deliveries than supplier Z and also he 
is making improve the category score (5,7 vs 7,9). But if we look on quality KPI the results 
turn to be the opposite, where supplier Z is better than S and also helps to make the Quality 
KPI of the category to improve. 
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7.6.  Implementing the system 
Define KPIs and its 
metrics.
Simulate SPM KPIs 
metrics in a closed 
season
Are the results  
logic?
YES
Validate SPM KPIs 
Metrics with 
stakeholders
NO
Do they agree?
YES
Perform an SPM 
analysis with actual 
data
NO
Does the 
steering 
committee 
agree?
YES
Report periodical 
SPM analysis
NO
 
To apply Supplier Performance Management (SPM) to Desigual suppliers, we must have a 
successful roadmap. (See figure 7.5) 
The first step will be the simulation of the SPM metrics in a closed season, the main 
objective of this step is to calibrate the SPM metrics. As the season has finished and the 
results are known, as well as the best suppliers and categories, we can check if the metrics 
we described above are in the right way or not. If not, we must make small modifications to 
the KPIs and its metrics to adjust to the previous results of the closed season. 
Secondly, will be the validation of the KPIs metrics with all the stakeholders. This process is 
the most important because if anyone does not believe in the SPM, the SPM will fail, so 
having the approval of all the stakeholders will be a must. 
If the stakeholders agree with all the metrics, it is time to perform the first SPM analysis. As 
it’s the first, we will include all the KPIs and all the suppliers with actual data. When the 
analysis finishes, we will report the results to the Product Managers (PM) and we will ask for 
a feedback, to know if they agree or not with the results. 
Figure 7.5.  Desigual SPM roadmap (Source: Own) 
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Finally, the results will be shown in a steering committee, where the SPM will be validated 
and set the frequency of the SPM analysis. 
The periodical assessments will be scheduled once a semester, and all operations done 
during the last six months will be analyzed. The order of proceeding is displayed in figure 
7.6.  
First, all the data will be collected and analyzed. The following step will be to comment the 
results first with the analysts and later with the Product Managers (PM). Finally, the results 
will be explained in a steering committee. Once all this steps have been successfully 
conducted, all the suppliers will receive a letter explaining its score. (See figure 7.6) 
 
 
 
 
Figure 7.6.  SPM Schedule (Source: Own) 
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8. Creating Desigual Supplier Performance 
Management 
8.1. Desigual Suppliers Matrix 
From performing a Supplier Performance Management (SPM) and displaying supplier’s 
scores against its production it is possible to create a matrix where to identify the strategic 
suppliers, those where the large volumes of production should be, the good suppliers, those 
whose score is as good as the strategic but their production capacity is blocked, and finally 
the flop suppliers, those where bad score and low production coincide. Once all the KPIs 
have been properly described, now it is possible to apply all those metrics over every 
Desigual supplier. (See figure 8.13) 
 
                                               
3 Data displayed in figure 8.1 has been modified due to confidential information 
Figure 8.1.  Desigual Supplier Matrix (Source: Own) 
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Figure 8.1 shows Desigual supplier distribution in a matrix where Score and production 
interact. From this image, three groups of suppliers can be detected: 
 Strategic Suppliers 
 Good Suppliers 
 Flop Suppliers 
Strategic Suppliers: 
Strategic Suppliers are those suppliers who balance between high scores and high volumes 
of production. In the image it is possible to see 4 of them, and the main idea is that there 
should not be more than a 5% of the total number of suppliers. These strategic suppliers 
are the ones where the largest volumes of production will be allocated as they obtained the 
best scores and also can absorb huge productions.  
They will become strategic, operationally speaking, since the company will trust them in the 
production of the best models for the season. If they fail on producing the garments, the 
company will suffer enormous problems. If the SPM analysis has done properly, these 
problems should not exist. 
Good Suppliers: 
Good suppliers are those suppliers who even having high scores, their production volumes 
are not enough to become strategic suppliers. Inside this group it is possible to detect three 
more subgroups (see figure 8.2), a group called potentially strategic suppliers, another 
group called potentially flop suppliers and the good suppliers. The difference between good 
suppliers and this two subgroups relies on their score, the one close to the boundary line 
with flop supplier will be detected as potentially flop suppliers, and the one who get a 
balanced between a high score and get close to the boundary with strategic supplier, will be 
detected as potentially strategic suppliers. The rest of the suppliers who are not close to any 
of the boundary lines are detected as good suppliers. 
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In figure 8.2 it is possible to see several suppliers in the group potentially flop suppliers and 
one the potentially strategic supplier. Distinguishing between potential flop and strategic 
suppliers helps to anticipate over future changes and to take special action on each group 
to try to promote them from potential strategic to strategic supplier and from potential flop to 
good supplier. 
Figure 8.2.  Desigual Good Supplier Matrix (Source: Own) 
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Flop Suppliers: 
Flop supplier are those suppliers whose score is on the lowest of the company. Like the 
good suppliers, it is possible to distinguish between two subgroups inside flop suppliers, 
potentially good suppliers and potentially removable suppliers (see figure 8.3). Potentially 
good suppliers will be those whose score is on the boundary with good supplier, on the 
other hand, potentially removable suppliers will be those whose score is historically on the 
lowest of the company and a removable decision should be done. 
 
 
Figure 8.3.  Desigual Flop Supplier Matrix (Source: Own) 
 
 
 
 
 
 
 
Apply Supplier Performance Management to Desigual suppliers to improve the Supply Chain performance Page. 59 
 
8.2.  Actions to develop 
From the matrix in figure 8.1 it is possible to take some actions for all Desigual suppliers 
and for each suppliers group.  
8.2.1. Actions for all Suppliers 
From the SPM analysis some actions can be applied to all suppliers. The first action, if the 
scoring system has been properly validated, will be the continuation of the periodical 
supplier analysis. 
Since the production capacity has been detected, as well as the deliveries accuracy, a new 
production plan based on the SPM results can be applied. These action can be perform 
while seeking for the deliveries in a just in time (JIT) scenario. Best suppliers with best 
quality and service scores, beside good production capacity, can be the perfect candidates 
to implement a new production planning. 
Another action to implement to all suppliers will be to ask each product manager (PM) 
responsible for each supplier to indicate and validate a production lead time for every 
garment, in order to compare this theory lead time against real lead time in service KPI. 
8.2.2. Actions for strategic Suppliers 
Actions regarding strategic suppliers include: 
 Raw material procurement: Nearly a 75% of the production of one supplier is 
based on three different main compositions (see figure 8.4), this action is focused on 
giving the supplier a visibility to supply these raw materials to reduce the production 
lead time making him always to have an available stock of these raw materials. By 
giving a visibility of production raw materials, the supplier can obtain better prices on 
the bulk and reduce the final price (cost KPI). 
 New production follow up: Based on the service and quality KPI, this action aims 
to create a control over the supplier production events. By controlling these events, 
raw material procurement, pre-production sample (PPS), during production 
inspection (DPI) and final production inspection (FPI), both supplier and Desigual 
obtain benefits, the first one improves over quality inspections and Desigual can 
anticipate over production delays, which is the aimed goal. 
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 Production capacity over allocation: By comparing capacity over allocation 
Desigual can better select the suppliers based on their scores and their production 
capacity. Best suppliers with high capacity produce as much as possible. 
 
 
8.2.3. Good Suppliers 
Inside good suppliers we can distinguish two more subgroups apart from the forming good 
suppliers (see figure 8.2). This two new sub groups involve to take actions according to 
them. 
 New production follow up: Based on the action for strategic suppliers, good 
suppliers can take part in this doings as well. Focusing on the service and quality 
KPI, the production follow up aims to create a control over the supplier production 
events. Through controlling the raw material procurement, the pre-production 
sample (PPS) process, during production inspection (DPI) and the final production 
inspection (FPI), both supplier and Desigual obtain benefits. The first one improves 
over quality inspections and Desigual can anticipate over production delays, which is 
the aimed goal. 
 Detect potential strategic suppliers: As it can be seen in figure 8.2, apart from 
good suppliers there are a group of potential strategic suppliers, this suppliers are 
located in figure 8.2 in the quadrant where high score and high production coincide, 
this is the top right corner. Good suppliers differentiate from strategic suppliers not 
Figure 8.4.  Five supplier example raw material (Source: Own) 
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by its score but from its production capacity. By detecting potential strategic 
suppliers it is possible to take them as a reserve in case a strategic supplier fails or 
the production growth needs to incorporate a new strategic supplier. These suppliers 
will lead the future productions.  
 Detect potential flop suppliers: Similar to potential strategic suppliers, in figure 8.2 
it is possible to see the other subgroup, the potential flop suppliers. These suppliers 
are locates in the left side of the figure and they are distinguished by its score rather 
than its production. Beside they obtained a positive score, up above five, this score it 
is on the lowest of the good suppliers, and close to the boundary line with flop 
suppliers. Detecting this suppliers and helping them to improve in their score to 
become good suppliers, will translate into a better supplier portfolio for the company. 
8.2.4. Flop Suppliers 
Like the good suppliers, inside flop suppliers we can distinguish between two groups, 
potentially removable suppliers and potentially good suppliers (See figure 8.3). Unlike good 
suppliers, where the differentiation was by its score and production, flop supplier differ only 
by score. This situation leads to three actions: 
 Detect potential good suppliers: Similar to the actions with good suppliers, this 
action aims to help flop suppliers to move inside the matrix in figure 8.1 from the left 
side (flop suppliers) to the right side (good suppliers). Being in the flop suppliers 
area is very dangerous by a supplier, especially if they are long periods. By helping 
these suppliers we must focus on its weaknesses detected on the SPM analysis. By 
improving these weaknesses they will be able improve and leave the danger zone to 
the good supplier’s area.  
 Detect historic flop suppliers: By performing SPM analysis on past seasons it is 
possible to identify historic flop suppliers, suppliers with a score below five points. As 
Desigual is a young brand, if a supplier has been classified in the current SPM 
analysis and in the past, has been three seasons in a row or two over four seasons 
classified as a flop supplier, will be detected as a historic flop supplier.  
 Remove historic flop suppliers: If within two seasons the suppliers identified as 
historic flop supplier did not improve on their score and they have moved to the good 
supplier’s area, Desigual will have no other choice than removing them from its 
portfolio.  
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8.3.  Restricted area 
In the matrix displayed in figure 8.1, there is a quadrant in the top left corner which we have 
not explained yet. This zone is known as the restricted area by its dangerous position by its 
combination of high production and low score. (See figure 8.5).  
 
To have a supplier in this area will be very dangerous for Desigual as this supplier would 
have larges production volumes and very bad scoring. One of the main objectives of the 
SPM analysis is to not have a supplier in this restricted zone or if having one, detecting him 
as soon as possible and removing its production and allocating it to another supplier. 
Sometimes, a supplier can appear in the restricted area from the potentially good supplier 
zone. This could happen by increasing its production to levels where the supplier cannot 
control, and then starts failing in all its KPIs. By failing only in service and quality KPIs, 
would be enough to make him move from the good supplier area to the restricted area, 
Other times, a supplier can appear in the restricted area from the flop supplier zone. This 
Figure 8.5.  Restricted Area in Desigual Matrix (Source: Own) 
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would be a failure by Desigual Product Managers as they allocated large production 
volumes to suppliers who had bad scores. By performing an SPM analysis this problem 
should disappear since these suppliers will be watch out. 
8.4. Desigual Dashboard 
Once the SPM analysis is concluded a reporting is needed. A useful tool for reporting the 
scores is a Dashboard. This Dashboard has to be available to all the stakeholders in order 
they can consult it to help in decision-making and to make conclusions once the season has 
finished. (See image 8.6) 
On the following page there is a screenshot of the Dashboard used in Desigual. Similar to 
the automotive dashboard, Desigual Dashboard includes in the center a speedometer 
where the current score for Desigual is displayed. On the left side, similar to a traffic lights, 
all Desigual product categories appear with its score represented with a color gauges. 
Following this trend, just below the speedometer, all the KPIs used to perform the SPM 
analysis appear with its score for Desigual (this score is the average of the performance of 
all the categories). And finally on the right side, a spider chart where to compare each KPI 
to the same in a previous SPM analysis. The Dashboard also includes the same details for 
each product category and each product manager. 
From a color scale which goes from dark red, which indicates a very bad performance, to 
dark green, indicating a perfect performance, going through amber, indicating a regular 
performance, it is possible by a first sight to differentiate each indication, speedometer or 
gauges, its performance.  
It may put special attention on those indicators with a russet color, starting with the amber, 
in figure 8.6 it is possible to see Desigual Service KPI has an amber color, which indicates 
the performance on this area is far from the expected, is in service where we should focus 
to improve on the following seasons. If looking to product categories, Shoes and 
Accessories are the ones who present the poorest performance and are cataloged with the 
amber color, if they continue this trend it is possible to become red. 
Finally, if looking to the spider chart, we can compare the performance of Desigual in each 
KPI against last analysis, which we can appreciate an improvement in Cost and Quality, and 
the rest of KPIs have been constant. By comparing in previous analysis we can see that 
service has been declaring bad performances since at least one analysis. By doing this we 
can identify historic bad performance KPIs and to focus on them. 
The Dashboard has to be very visual, where by a simple sight we can identify in which KPI 
Page. 64  Report 
 
we are having the poorest performance or which is the category with the worst performance. 
To achieve this, using colors scales it is very helpful.  
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Figure 8.6.  Desigual SPM Dashboard (Source: Own) 
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9. Project Planning 
This project is planned in five blocks, similar to the chapters in this project: 
1. Documentation and literature review. Planned to start in February and finish on 
March 2015. 
2. Study of the supply chain of the company. Planned to start in March and finish on 
April 2015. 
3. Defining the KPIs and its metrics. Planned to start in April and finish on May 2015. 
4. Creating the SPM. Planned to start in April and finish on May 2015. 
5. Decisions based on the supplier’s matrix. Planned to start in May and finish on 
June 2015. 
 
 
 
Figure 9.1 represents the temporary scale of the project, first two blocks, documentation 
and the study of the supply chain have been the most theoretical block of the study, which 
have consisted in a different article reading and company understanding. 
Figure 9.1.  Project Planning (Source: Own) 
 
 
 
 
 
 
 
Apply Supplier Performance Management to Desigual suppliers to improve the Supply Chain performance Page. 67 
 
Then, the following blocks, defining the KPIs, creating the SPM and making decisions 
based on the matrix, have been the chapters where theoretical part has been applied. 
Blocks 3 and 4 can be done at the same time, as they do not require information previous 
and they are addressing the same issues. Finally, block 5 needs to have all the project 
finished to create the matrix and take the decisions. 
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10. Economic study 
This project economic study is based on the cost of documentation, analysis and stablishing 
the KPIs and metrics of the Supplier Performance Management (SPM) inside Desigual 
supply chain.  
 
 
Cost per 
unit 
Quantity Cost 
Documentation and literature review 35 €/h 65 2.275,00 € 
Study and analysis of Company Supply 
Chain 
35 €/h 255 8.925,00 € 
Applying SPM to Desigual 35 €/h 335 11.725,00 € 
Computer amortization 40 € /month 8 320,00 € 
Computer software 
  
1.000,00 € 
 
   
Subtotal   24.245,00 € 
    
VAT  21% 5.091,45 € 
    
Total   29.336,45 € 
 
Desigual is not expecting to obtain economics benefits based on the application of this 
project, instead is expecting to obtain intangible benefits based on the improvement on 
deliveries, quality issues or improving suppliers compliance of the code of conduct.  
By improving on every KPIs studied on the SPM, Desigual will obtain countless benefits and 
problem reductions for its supply chain, benefits that cannot be monetized like capturing the 
value added by its suppliers or improving the allocation of the production for the following 
seasons. 
 
Table 10.1.  Budget for SPM project (Source: Own) 
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Conclusions 
The main goal for this project is the construction of a scorecard to assess all Desigual 
suppliers portfolio. To perform this goal, we defined five KPIs, Service, Quality, Corporate 
Social Responsibility, Cost and Innovation, which all five combined gave a 360º view of the 
supplier. This assessment is translated into a score, which reflects not a single KPI, but all 
in a set. With this score, ranging from zero to ten, where zero corresponds to a very bad 
performance and the ten to an excellent performance, we can see at a first glance its overall 
performance in a period of time, the 360º view of a supplier. 
By representing this score against each supplier production, it is possible to create the 
Desigual suppliers matrix portfolio, where to classify each supplier into a group, strategic 
suppliers, good suppliers and flop suppliers, and use these groups to perform a better 
allocation of the company resources.  
The way of sharing the information, using a Dashboard where each score is represented by 
a color grade scale, going from dark red to dark green, helps to the manager who is reading 
the information to detect by a first look in which KPI the company is not performing well, or 
in which product category the company is performing in a perfect way. The color scale, 
following the hue of a traffic light does not need any legend to describe the chart, aiding the 
interpretation of the results. 
This project can not only be applied in the apparel fashion industry, but all manufacturing 
industries by modifying each KPI or adding new ones. The Supplier Performance 
Management is very useful for identifying the best suppliers inside companies’ portfolios, 
and also to detect those who give a value added to the company, moreover it helps to 
detect those who are being an historical flop suppliers and remove them from the 
companies’ portfolio. 
On a personal sense, making this project helped me to link many of the concepts learned 
during these last university years with the business world, where I could see how many 
times these two worlds, academic and business, are more connected than what you may 
have thought.  
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